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The enterprise zone building materials exenption allows retailers |located in
the nunicipality or unincorporated area of a county that established an
enterprise zone to make tax-free sales of building materials that wll be
incorporated into real estate located in the enterprise zone. See 86 I11.
Adm Code 130.1951 (This is a PLR).

June 29, 2000

Dear XXXxX:

This Private Letter Ruling, issued pursuant to 2 Ill. Adm Code 1200 (see
http://ww. revenue.state.il.us/legalinformation/regs/part1200), is in response to
your letter of June 7, 2000. Review of your request for a Private Letter Ruling
di scl osed that all information described in paragraphs 1 through 8 of subsection
(b) of Section 1200.110 appears to be contained in your request. This Private
Letter Ruling will bind the Department only with respect to COVWPANY and the
BUSI NESS for the issue or issues presented in this ruling. I ssuance of this
ruling is conditioned upon the understanding that neither the COMPANY nor a
related taxpayer is currently under audit or involved in litigation concerning
the issues that are the subject of this ruling request.

In your letter, you have stated and made inquiry as follows:

This letter is witten on behalf of The COWPANY and BUSINESS as a
request for private letter ruling under Title 2 Part 1200 Section
1200.110 of the Illinois Departnent of Revenue regul ations. Thi s
request is being nmade under a power of attorney from BUSI NESS, a copy
of which is encl osed.

The request involves issues related to the Retailers' Occupation Tax
and related taxes, specifically as they relate to the 1Illinois
enterprise zones.

The COWPANY, a Pennsylvani a-based Subchapter S Corporation, has been
engaged to construct a Jlarge distribution facility in a CdTY
Enterpri se Zone. The COVMPANY has created a subsidiary, BUSINESS, an
Illinois limted liability company that wll be headquartered in a
trailer at the CITY Enterprise Zone job site. BUSINESS will be a
supplier of construction materials for the indicated project.

BUSINESS will register for the collection and paynment of the Illinois
Retailers' QOccupation Tax and any other applicable taxes. BUSINESS is
aware that itens not incorporated into the structure, such as tools,
fuel and other itens remain subject to Illinois sales tax.
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BUSINESS will maintain its own bank accounts, books and records. Al
records (purchase orders, sales invoices, etc.) will be nmaintained on
a conputerized system conpletely separate from those of +the The
COVPANY. All itens purchased will be resold to subcontractors at
cost . BUSINESS wi Il wutilize outside consultants for managenent of
operational activities. Adm ni strative costs wll be recovered by
billing the warehouse owner as well as The COVPANY.

BUSI NESS pl ans to adopt the foll ow ng procedures:

1. Contractors will issue BUSINESS a purchase order on all purchases
of building materials along wth a Purchaser’s Statenent
executed by the contractor declaring that the materials will be

incorporated into real estate in the enterprise zone.

2. Upon receipt of the purchase order, BUSINESS w || prepare a
separate purchase order, which will be sent to the supplier along
with a properly executed resale certificate.

3. Once an invoice is received from the supplier, BUSINESS wl I
i ssue a check from their bank account and invoice the contractor
for the sane anount

4. Prior to issuance, all purchase orders and checks submtted by
BUSI NESS to other suppliers require approval by representatives
of The COVPANY.

Additionally, inprovenents will be nade to a parking |lot adjacent to
t he war ehouse. Materials used in these inprovenents include, but are
not limted to, steel, concrete, swtchgear, asphalt, as well as

parking lot lighting (poles, lights, etc.).

W are requesting a ruling on the follow ng questions. First, does
t he described nethodology for the formng and operations of BUSINESS
conform to the Departnent’s regulations found at 86 Ill. Adm Code

Chapter 1, Section 130.1951? Second, do the parking |ot inprovenents,
based on the above description, qualify for sales tax exenption under
those sane regulations?

To the best of ny know edge, as well as that of the taxpayer, the
Il1linois Departnent of Revenue has never issued or been requested to
issue a ruling on this matter by BUSINESS, The COWANY or any of its
affiliates.

Enclosed is a copy of 86 Ill. Adm Code 130.1951 concerning Enterprise
Zones. The enterprise zone building materials exenption allows retailers |ocated
in the nunicipality or wunincorporated area of a county that established an
enterprise zone to nake tax-free sales of building materials that wll be
incorporated into real estate located in the enterprise zone.
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In order for businesses to qualify for the exenption as retailers, they nust
comply with the follow ng requirenents:

1) Retailers nmust have an identifiable physical presence in the
muni cipality or the county that has established the enterprise zone;

2) Retailers nust register with the Departnment at a location in the
municipality or in the wunincorporated area of the county that has
establ i shed the enterprise zone;

3) Retailers nust be able to docunment the acceptance of purchase orders
at the location in the nunicipality or the county that has established
the enterprise zone.

In order for the enterprise zone building materials exenption to be clai nmed,
it nmust be shown that qualifying building materials were purchased fromretailers
located in the jurisdiction that created the enterprise zone into which the
building materials will be incorporated. It is critical that a clear paperwork
trail exists showing that buyers purchased the materials from qualified
retailers. The follow ng two separate transactions nust exist:

1) Sales from suppliers to retailers located in the jurisdiction that
created the enterprise zone (exenpt as sales for resale);

2) Sales from retailers located in the jurisdiction that created the
enterprise zone to buyers (exenpt by reason of the enterprise zone
buil ding material s exenption.)

Each of these transactions nust exist independent of the other and the
exenption applicable to each transaction must be docunented. W urge you not to
be cavalier in structuring these transactions. The follow ng docunentation
establishes the two transactions and the avail abl e exenpti ons:

1) Sal es fromsuppliers to retailers:

a. Purchase orders fromthe retailers to the suppliers;

b. Certificates of Resale fromretailers to the suppliers (see the
encl osed copy of 86 Ill. Adm Code 130.1405 which describes the
requirenments for Certificates of Resale);

C. I nvoices fromthe suppliers to the retailers;

d. Payments to the suppliers fromthe retailers.

2) Sales fromretailers to the purchasers:

a. Purchase orders from purchasers to the retailers;
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b. Enterprise zone building materials certifications from
purchasers to retailers containing all of the information
set forth at 86 Il1l. Adm Code 130.1951(a)(3);

C. Invoices fromretailers to purchasers;

d. Payments to the retailers fromthe purchasers.

Under the scenario you set out in your letter, the retailer will have an
identifiable physical presence in the nunicipality or the county that has
established the enterprise zone. You have also stated that the retailer wll

register for paynent of Retailers’ OCccupation Tax and be able to document the
acceptance of purchase orders at the location in the nunicipality or the county

that has established the enterprise zone. Pl ease be advised the Departnent
requires that the retailer be a separate legal entity when it registers for the
purpose of being an enterprise zone retailer. You advised in our clarifying

t el ephone conversation that this is the case w th BUSI NESS.

Your letter indicated that a paperwork trail would exist show ng that
suppliers sold the materials to qualified retailers who then resold them to the

contractors. Your letter also stated that the retailer wll issue resale
certificates to the material supplier and that the material supplier will invoice
the retailer. The retailer will, in turn, invoice the construction contractor
who will pay the invoice to the retailer. The retailer will pay the material
supplier. Sales of building materials nmade pursuant to the procedures set forth
in your letter will qualify for the building materials exenption.

Regardi ng the parking lot inprovenments, we understand from our conversation

that the steel, concrete, asphalt and light poles will be permanently affixed to
real estate in this job. They would thus qualify for the exenption so long as
t he above described procedures are followed. It is inportant to keep in mnd, as

di scussed in our recent telephone conversation, that for the asphalt to be
eligible for exenption it nust be purchased by a retailer in the jurisdiction
that created the enterprise zone and then resold to the contractor who wll
incorporate it into the real estate. An asphalt plant that is also installing
the asphalt cannot claim the enterprise zone exenption unless it purchases the
material froma retailer in the jurisdiction that created the zone. You st ated
that the retailer BUSINESS woul d purchase the asphalt and then resell it to the
contractor. As such, it will qualify for the exenption. The switchgear will also
qualify, as it will be part of the electrical power system for the |ight poles.
However, the light bulbs and any other itens that remain tangible personal
property would not be eligible for the exenption.

The facts upon which this ruling are based are subject to review by the

Departnent during the course of any audit, investigation, or hearing and this
ruling shall bind the Departnent only if the material facts as recited in this
ruling are correct and conplete. This ruling will cease to bind the Departnent

if there is a pertinent change in statutory law, case law, rules or in the
material facts recited in this ruling.
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| hope this information is helpful. If you have further questions concerning
this Private Letter Ruling, you may contact ne at (217) 782-2844. If you have
further questions related to the Illinois sales tax l|laws, please visit our
website at ww. revenue.state.il.us or contact the Departnment's Taxpayer

Information Division at (217) 782-3336.

Very truly yours,

Kar|l Betz
Associ at e Counsel

KB: nmsk
Enc.



